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Central Asia (including ﬁve countries: Kazakhstan, Kyrgyzstan, Turkmenistan, Uzbekistan, and
Tajikistan) is rich in oil reserves and has become one of the most important target regions for
global oil investment. The construction of the Silk Road Economic Belt has prompted Central Asia
to look outwards for more collaborations in the oil industry. China's need for oil investment in
Central Asia has also increased signiﬁcantly. This research established a comprehensive index
system for assessing the risks of transnational oil investment in Central Asia. The system incorporated political, regulatory, economic, social, and infrastructural indices. Based on the Delphi
method and fuzzy comprehension evaluation method, we qualitatively and quantitatively assessed
and analyzed the risks of transnational oil investment in Central Asia. The results indicate that the
risk score for regulatory risk was highest with the value of 6.1670, indicating a high risk level in
transnational oil investment, followed by economic, social, political, and infrastructural risk
indices. Of the 18 secondary risk indices calculated, there were seven indices with the probability
of high risk occurrence exceeded 30.0% and the descending order was as follows: establishment of
mining rights; host country intervention in operations; taxing system; stability of regulations; war
and turmoil; labor capital; and ethnic, cultural, and religious differences. These seven critical risks
should be watched closely and avoided during transnational oil investment in Central Asia. This
study provides a comprehensive understanding of the potential risks of investing oil in Central
Asia. The ﬁndings demonstrate the causes of these risks and provide a scientiﬁc basis for
reasonably avoiding oil investment risk and improving investment beneﬁts for both host and
investing countries.

1. Introduction
The Belt and Road Initiative, which was proposed in 2013 based on the Silk Road Economic Belt and the 21-st Century Maritime Silk
Road, has allowed China to open its doors to the outside world in all domains, accelerating its pace of westward development. China has
entered a time of inclusive globalization (Liu and Dunford, 2016; Liu et al., 2018) characterized by enhanced cooperation among
countries inﬂuenced by the Belt and Road Initiative (Liu et al., 2018). Energy cooperation is an essential aspect of transnational
cooperation (Mao, 2013). Particularly, oil is a strategic resource that provides an important material foundation for the economic and
social development of a country. Oil also affects the political and military landscapes and economic order of the world (Su et al., 2017).
Transnational oil investment has implications for both global and local politics, economy, and culture, and involves many risks (Jinjarak,
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2007). Little research has been carried out on the risks associated with transnational oil investment. Existing literature can be divided
into two types: (1) internal risk assessments of corporate oil investment projects in consideration of oil reserves, exploration, mining
technology, and management (Li et al., 2017); and (2) monofactorial assessments of the economic risks of transnational oil investment
(Miller, 1992). Although studies conducted from the point of view of the corporation provide important reference information for
individual oil corporations or investment projects, they offer limited information on the risks of transnational oil investment on the
macro level. Moreover, transnational oil investment does not only involve economic factors, but also closely intertwine with international and domestic politics, society, and culture. Thus, the multi-faceted risk factors of transnational oil investment should be taken into
consideration (Fang et al., 2018; Ma and Sun, 2018).
Central Asia (including ﬁve countries: Kazakhstan, Kyrgyzstan, Turkmenistan, Uzbekistan, and Tajikistan) is the hinterland of Asia
and Europe, and contains rich organic sediments and stable sedimentary basins. The oil reserves in Central Asia are estimated at
1.5  1011–2.0  1011 barrels, accounting for 18%–25% of the global oil reserves (Chen and Jiang, 2012). This region has the potential
to become the second Persian Gulf and is considered as the focal point of strategic energy resources in the 21st century (Chen and Jiang,
2012). The importance of Central Asia's oil resources does not merely lie in the reserves; it extends to the regional connectivity of this
area. As a result, major countries around the world are competing to study, explore, and develop Central Asia's oil resources. Central
Asian countries are China's friendly neighbors. With the construction of the Silk Road Economic Belt, Central Asia is constantly
strengthening its cooperation with China, with the latter signiﬁcantly increasing its oil investment in the former (Zhao and Fang, 2014).
However, existing research has mainly focused on the distribution of oil reserves along with the importance and types of cooperation in
oil development (Fang et al., 2018). Little research has assessed the risks of oil investment in Central Asia. Such assessments are
necessary to help Chinese corporations understand the risks of investing oil resources in Central Asia and to help the state formulate
macroscale policies to ensure that Chinese corporations beneﬁt from transnational oil investment in Central Asia.
Therefore, this study constructed an index system for assessing the risks of transnational oil investment in Central Asia, which
contains abundant oil reserves and is the ﬁrst stop in China's westward development. The probabilities of different risks associated with
transnational oil investment in Central Asia were calculated, and the causes of these risks were analyzed. The results provide reference
data for transnational corporations looking to engage in the exploration, processing, and transportation of Central Asia's oil resources.
The ﬁndings could also provide support for extensive transnational oil cooperation in the world.
2. Literature review
Transnational oil investment is inﬂuenced by global economy, geopolitical relations, and economic conditions in the investing
country as well as the country holding the oil reserves (hereafter referred to as the “host country”). The political and economic situations
in the host country along with their stability have a particularly profound effect on oil investment. These situations are often opportunistic, diverse, and complicated (Obeng-Odoom, 2015). While transnational oil investment is risky, the risks are controllable to some
extent. Transnational oil investment is a form of international investment. Although a number of studies have explored the uncertainties
in international markets (Miller, 1992) and the risks of transnational operations (Azam et al., 2011), which are applicable to transnational oil investment, oil resources are unique and require separate analyses. With a focus on oil reserves in Central Asia, this study
systematically assessed the potential risks associated with transnational oil investment, including political, regulatory, economic, social,
and infrastructural risks, to establish the foundation for constructing a risk assessment system of transnational oil investment in Central
Asia.

2.1. Political risk factors
Political instability in the host country can lead to changes in the investing environment and immeasurable risks in transnational oil
investment (Busse and Hefeker, 2007). Political factors that could lead to risks in transnational oil investment include the following
aspects:
(1) War and turmoil. Any war, revolution, coup, strike, internal unrest, or other conﬂicts involving the host country could cause
transnational oil corporations to withdraw staff and capital and/or halt production. In severe cases, the corporations risk being
shut down or even destroyed, leading to enormous losses.
(2) Change of regime. Change in governmental regime could result in changes to domestic policies along with social, political, and
legal systems, affecting the normal processes of transnational oil investment and, in some cases, property rights (Stephens et al.,
2008).
(3) Government management. A self-contained, poorly managed, and internally corrupt state government could substantially increase uncertainty and capital burden for local oil corporations (Rothstein and Eek, 2009).
(4) International oil monopolies. After the Cold war, major oil corporations such as Exxon Mobil and Shell monopolized 80% of the
world's oil resources. These large oil corporations are bound to intervene the participation of oil corporations in emerging
countries (Yang et al., 2014).
(5) Foreign policies of powerful nations. The long-standing competition among nations related to oil imports and exports has a
profound effect on the international oil market. This competition has always been subject to the “oil diplomacy” of powerful
nations, resulting in a large amount of uncertainties and risks of transnational oil investment (Van de Putte et al., 2012; Gu and
Wang, 2015).
12

https://testing.bepress.com/th_journal/vol1/iss2/5

2

Author: Test SD Author Country
H. Ma, Z. Sun and C. Fang

Regional Sustainability 1 (2020) 11–19

2.2. Regulatory risk factors
Due to the different political and economic systems as well as the varied historical and cultural backgrounds in countries around the
world, the economic development strategies and industrial and technological policies differ among nations. As a result of the regulations
of host countries, investing countries, and international organizations, corporative investments are subject to various types of regulatory
risk. If the host country has incomplete, unstable, or improperly executed legal, regulatory, and policy systems, the corporations making
transnational oil investments face direct risks. The regulatory factors that affect the risks associated with transnational oil investment
include the following aspects:
(1) Establishment of mining rights. Oil resources are owned by the state; thus, exploration, production, and development are governed by state authorities. Corporations must acquire the approval of these state authorities before conducting extraction activities (Song, 2014). Transnational oil investment is thus signiﬁcantly inﬂuenced by state authorities, and the difﬁculty in
acquiring mining rights directly inﬂuences how smoothly oil projects can be implemented (Jensen et al., 2014).
(2) Host country intervention in operations. To protect domestic interests, the host country often imposes regulations (e.g., limits on
foreign labor, equipment, and staff) that affect the interests of transnational oil investors.
(3) Tax systems. Taxes and tax rates are adjusted by the state. Improper tax systems for collecting corporate income tax and mining
tax can affect the revenue of foreign corporations, resulting in a ﬁnancial loss.
(4) Stability of regulations. Fluctuations in policy and laws regarding market access, industry access, and openness could cause oil
corporations to change their investment strategies and behaviors, leading to a ﬁnancial loss (Hauﬂer and Schjelderup, 2000).
(5) Environmental protection requirements. Waste gas, water, and materials are produced during oil exploration, extraction, and
processing, which all affect the local environment. Therefore, oil corporations must comply with governmental requirements and
community expectations for environmental preservation. Excessively demanding requirements and expectations could lead to
pressures on transnational oil investment (Jozi and Pouriyeh, 2011).
2.3. Economic risk factors
Economic growth, foreign exchange rate, and inﬂation in the host country can all affect the beneﬁts of transnational oil investment.
Changes in these economic factors could directly inﬂuence corporate proﬁtability and even halt project implementation in severe cases.
First, the economic growth trajectory of the host country has noticeable effects on the host country's ability to absorb foreign capital and
the oil corporation's operability (Pongsakdi et al., 2006). If economic growth slows or stagnates, investing corporations will become
more cautious and beneﬁts will correspondingly decrease. Second, most countries adopt a system of ﬂoating exchange rates that is
subject to international political and economic factors. The international ﬁnance market exhibits frequent and substantial ﬂuctuations,
posing a great risk to corporations investing in foreign markets (Bai, 2007). Third, domestic inﬂation can lead to the depreciation of a
country's currency accompanied by rising prices and interest rates, thereby increasing the costs of local investment and ﬁnance while
decreasing the beneﬁts of investment. Oil investment tends to be a long-term investment activity, making inﬂation an important economic factor that causes the risks of transnational oil investment.
2.4. Social risk factors
Transnational oil investment should consider the social and cultural differences between the investing and host countries. Local
ethnic, cultural, and religious customs and conventions should be respected to avoid potential risks resulting from social and cultural
differences. First, foreign and local staff members of corporations involved in transnational oil investment are susceptible to potential
conﬂicts resulting from differences in language, culture, and customs; these conﬂicts can affect the quality of production and the smooth
implementation of the project (Rezaian and Jozi, 2012). Second, most countries with abundant oil reserves are multi-ethnic countries
with their own religious beliefs. Transnational oil investment will inevitably be inﬂuenced by local religious ideologies and groups, with
potential threats to the corporations from extremist religious groups (Zhang and Zou, 2007). Third, the presence of terrorist forces
generates instability and can have tremendous effects on transnational oil investment. Thus, terrorism is an important social issue that is
watched closely by investing corporations (Song and Li, 2015).
2.5. Infrastructural risk factors
Underdeveloped infrastructure in the host country may not meet the extraction or processing requirements of oil corporations. When
faced with inconvenient transportation, slow communication, and lack of water resources, transnational oil corporations often need to
invest in building infrastructure in the host country, which considerably increases the investment cost (Li et al., 2017). Moreover, oil
pipelines are an important infrastructural component for oil transportation. The lack of oil pipelines or the neglect of long-term pipeline
maintenance undermines the safety of oil transportation and could lead to suspended or failed transnational oil investment. Indeed, the
construction of transnational oil pipelines is inﬂuenced not only by the market, but also by the complex geopolitical dynamics. Successful oil pipeline construction requires long-term negotiations between state governments (Fang et al., 2011).
The above description highlights the potential risks involved in transnational oil investment; however, it fails to comprehensively
account for the numerous individual factors. For this reason, this study constructed a comprehensive risk assessment system based on
above studies. This system ﬁlls the gaps that have not been addressed by individual projects and lays a theoretical foundation for
13
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comprehensive risk assessment of transnational oil investment.
3. Material and methods
The various ways to assess the risks of transnational oil investment can be categorized into qualitative and quantitative methods. The
Delphi method is the most commonly used approach for qualitative risk assessment (Li et al., 2017). The fuzzy comprehensive evaluation method, analytic hierarchy process, gray evaluation, and decision tree analysis are frequently applied for quantitative risk
assessment (Liu and Xie, 2011; Zhang and Wang, 2017). However, the results from qualitative methods are often subjective, while
quantitative methods are often complex and the required raw data are difﬁcult to obtain. Therefore, this study applied an approach that
can qualitatively and quantitatively assess the risks of transnational oil investment. By integrating expert ratings with the fuzzy
comprehensive evaluation method, we quantiﬁed the impacts of different risk factors to accurately evaluate the risks involved in
transnational oil investment.

3.1. Risk assessment index system
Establishing a risk assessment index system is the key to assess the risks of transnational oil investment. Based on the above summary
of the risk factors involved in transnational oil investment, we constructed a comprehensive index system for assessing the risks of
transnational oil investment in Central Asia. This index system integrated the regional characteristics of Central Asia and included
political, regulatory, economic, social, and infrastructural risks. As shown in Table 1, the system consisted of ﬁve primary indices and 18
secondary indices.

3.2. Methods
Disrupting factors of transnational oil investment tend to overlap and be interconnected, with many factors interacting with each
other. To address this issue, Li et al. (2017) used the Delphi method and fuzzy comprehensive evaluation method to assess the risk levels
of different factors affecting transnational oil investment. A panel of 30 respected experts with specialized knowledge in overseas oil
investment and Central Asian oil resources were recruited for this study. Speciﬁcally, the panel consisted of two academics, 18 high-level
professionals, and 10 executives of oil corporations to ensure accurate judgement of the impacts of different risk factors related to
transnational oil investment in Central Asia. The assessment involved the following stages:
(1) Establishment of a risk assessment set. The ultimate purpose of fuzzy comprehensive evaluation method is to determine the level
of risk posed by each factor. According to the study of Lee (2014), there are ﬁve risk levels of extremely low, low, general, high,
and extremely high, which are assigned respective values of 1, 3, 5, 7, and 9:
V ¼ fv1 ; v2 ; v3 ; v4 ; v5 g ¼ f1; 3; 5; 7; 9g;

(1)

where v1, v2, v3, v4, and v5 are the extremely low, low, general, high, and extremely high risk levels, respectively.
(2) Single-factor assessment. We evaluated each risk index using a single-factor assessment based on how it was rated by the experts.
Each expert assigned a level for each risk index. Subsequently, all data were gathered and normalized to obtain a fuzzy
Table 1
Index system for assessing the risks of transnational oil investment in Central Asia.
Primary index

Secondary index

Weight

Political risk

War and turmoil
Change of regime
Government management
International oil monopoly
Foreign policies of powerful nations
Establishment of mining rights
Host country intervention in operations
Taxing system
Stability of regulations
Environmental protection requirements
Economic growth
Foreign exchange rates
Inﬂation
Ethnic, cultural, and religious differences
Terrorist activities
Labor capital
Infrastructure, including transportation, water, and electricity
Oil transit pipelines

0.4012
0.1070
0.0682
0.1658
0.2578
0.4346
0.2479
0.1482
0.1148
0.0546
0.1220
0.6483
0.2297
0.1428
0.5715
0.2857
0.1667
0.8333

Regulatory risk

Economic risk

Social risk

Infrastructural risk
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assessment vector R ¼ {r1,r2,r3,r4,r5} for each risk index and a fuzzy evaluation membership matrix Ri for each secondary risk
index:
2

ri11
6 ri21
Ri ¼ 6
4…
rin1

ri12
ri22
…
rin2

ri13
ri23
…
rin3

ri14
ri24
…
rin4

3
ri15
ri25 7
7:
…5
rin5

(2)

The risk types of the secondary indices were determined from the probability of the risk level.
(3) Establishment of the index weight matrix. The analytic hierarchy process and the panel ratings were used to conﬁrm the fuzzy
weight set. The panel considered the indices in pairs and assigned the following ratings: 1 point for equally important, 3 points for
slightly more important, 5 points for important, 7 points for very important, and 9 points for extremely important. The results
generated the index weight matrix. Matlab was used to obtain the maximal characteristic root and the corresponding index
weight matrix Ai (see Table 1 for results):
Ai ¼ fai1 ; ai2 ; …; ai5 gði ¼ 1; 2; 3; 4; 5; m ¼ 1; 2; 3; …; nÞ;

(3)

where ai is the characteristic vector of the maximal characteristic root.
(4) Comprehensive assessment calculation. We conducted a comprehensive evaluation by integrating the fuzzy evaluation membership matrix Ri and the index weight matrix Ai. The fuzzy comprehensive evaluation matrix Mi was thus obtained by the
following equation:
2

ri11
6 ri21
6
Mi ¼ Ai  Ri ¼ ðai1 ; ai2 ; ai3 ; ai4 ; ai5 Þ  4
…
rin1

ri12
ri22
…
rin2

ri13
ri23
…
rin3

ri14
ri24
…
rin4

3
ri15
ri25 7
7 ¼ ðmi1 ; mi2 ; mi3 ; mi4 ; mi5 Þ;
…5
rin5

(4)

where mi is the assessment value of the indices.
(5) Calculation of the risk assessment level. We combined the obtained fuzzy comprehensive evaluation matrix with the risk level V
to produce a risk score Ui for the primary indices:
Ui ¼ Mi  Vði ¼ 1; 2; 3; 4; 5Þ:

(5)

Fig. 1. Probabilities of risk occurrence and risk assessment values of the ﬁve primary risk indices (regulatory, economic, social, political, and
infrastructural risks) for transnational oil investment in Central Asia.
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Based on Ui, we categorized the primary indices into ﬁve risk types: extremely low risk (1.0Ui < 2.6), low risk (2.6Ui < 4.2),
general risk (4.2Ui < 5.8), high risk (5.8Ui < 7.4), and extremely high risk (7.4Ui  9.0).
4. Results and discussion
The assessment results show that risk scores of the ﬁve primary risk indices decreased in the following order: regulatory, economic,
social, political, and infrastructural risks (Fig. 1). Most primary risk factors were classiﬁed as the general risk; the only exception was the
regulatory risk, which was deemed a high risk index (Fig. 1). Of the 18 secondary risk indices, there were seven indices with the
probability of high risk occurrence exceeded 30.0% and the descending order was as follows: establishment of mining rights; host
country intervention in operations; taxing system; stability of regulations; war and turmoil; labor capital; and ethnic, cultural, and
religious differences (Table 2). These seven risk factors were all critical risks that should be watched closely and avoided when
considering transnational oil investment in Central Asia.
4.1. Political risk
The assessment results show that the probabilities of extremely high, high, general, low, and extremely low levels of political risk
associated with transnational oil investment in Central Asia were 3.64%, 25.33%, 26.86%, 32.85%, and 11.32%, respectively (Fig. 1).
Table 2
Risk assessment indices and risk types of transnational oil investment in Central Asia.
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Political risk assessment was given a score of 4.5406, indicating a general risk type (Fig. 1; Table 2). Looking at the secondary indices,
war and turmoil was most likely to be a high risk index, government management was most likely to be a general risk index, and change
of regime, international oil monopoly, and foreign policies of powerful nations were most likely to be low risk indices (Table 2).
The southern portion of Central Asia includes Iran and Afghanistan, two countries that have long faced war and turmoil. This has
increased the potential instability of neighboring Central Asian countries, which likely explains the high risk of war and turmoil on
transnational oil investment in Central Asia. According to the Corruption Perceptions Index1 published by the Transparency International, an international anti-corruption non-governmental organization, ﬁve Central Asian countries (Kazakhstan, Kyrgyzstan,
Turkmenistan, Uzbekistan, and Tajikistan) all ranked low among 180 countries and regions in the world in 2018; speciﬁcally,
Kazakhstan ranked the 124th, Kyrgyzstan the 132nd, Tajikistan the 152nd, Uzbekistan the 158th, and Turkmenistan the 161th. This indicates that Central Asian countries have severe corruption problems, which is not favorable for the operation of local oil corporations
and shakes the conﬁdence of investors to a great extent. Apart from Kyrgyzstan, which adopts a parliamentary system, the other four
Central Asian countries listed above have presidential republic systems in which the president has absolute control over the regime,
resulting in long ruling terms and stable regimes. The smooth leadership transitions that occurred in Uzbekistan in 2016 and in
Kazakhstan in 2019 suggest that changes of regime in Central Asia are relatively steady, which is favorable for the introduction of
foreign capital into Central Asia. Since the above ﬁve Central Asian countries are relatively young independent nations, they are not
actively participating in global political and economic activities. Therefore, international oil monopoly and the foreign policies of
powerful nations have lesser effects on transnational oil investment in Central Asia.
4.2. Regulatory risk
The probabilities of extremely high, high, general, low, and extremely low levels of regulatory risk involved in transnational oil
investment in Central Asia were 6.26%, 58.35%, 19.61%, 15.05%, and 0.73%, respectively (Fig. 1). The risk score for regulatory risk
was 6.1670, indicating a high risk level (Fig. 1; Table 2). Looking at the secondary indices, establishment of mining rights, host country
intervention in operations, taxing system, and stability of regulations were most likely to be high risk indices, while factor of environmental protection requirements was most likely to be a general risk index (Table 2). Compared to the other four primary risk indices,
regulatory risk included many high secondary risk indices. Many experts lack conﬁdence in Central Asia's regulations, making them a
high risk factor in transnational oil investment in Central Asia.
The laws of Central Asian countries stipulate that oil resources are owned by the state; thus, oil exploration, production, and
development are governed by state authorities, and corporations must acquire the approval of state authorities before they carry out
mining operations (Song, 2014). State ownership of oil resources means that transnational oil investment in Central Asia is signiﬁcantly
inﬂuenced by state governments. To protect domestic interests, Central Asian countries have introduced a series of regulations on
foreign capital to collect corporate income tax as well as mining tax. However, as Central Asian countries only recently became independent nations, their laws are still being perfected. Frequent changes in regulations have caused the taxing system and stability of
regulations to become important risk factors in transnational oil investment. The laws and regulations of Central Asian countries also
affect transnational oil investment. For instance, Kazakhstan restricts the number of overseas-funded staff and enhances the utilization
proportions of country's labor and equipment through laws and regulations designed to protect the domestic interests of Kazakhstan.
These regulations affect the operations, management costs, and revenues of investing corporations. Notably, the rise of resource
nationalism in Uzbekistan, Kazakhstan, and Kyrgyzstan has begun to inﬂuence policy making and transnational oil investment in these
countries. The ﬁve Central Asian countries attach great importance to the preservation of the ecological environment. Thus, sectors that
have major environmental effects, including oil exploration and mining, are under particularly close scrutiny. For instance, Uzbekistan
has established the “Ecological Party” to supervise highly polluting businesses and penalize transgressors. However, environmental
organizations in Central Asia are only putting forward reasonable petitions rather than strict demands. When considering transnational
oil investment in Central Asia, corporations are advised to thoroughly investigate the terms of the agreement to avoid getting caught in a
legal trap. Furthermore, changes in the regulations of the host country should be closely watched and resolved on a national level when
necessary to prevent signiﬁcant ﬁnancial losses.
4.3. Economic risk
The probabilities of extremely high, high, general, low, and extremely low levels of economic risk involved in transnational oil
investment in Central Asia were 6.58%, 33.23%, 44.62%, 8.99%, and 6.58%, respectively (Fig. 1). The risk score of economic risk was
5.4827, indicating a general risk level (Fig. 1; Table 2). Looking at the secondary indices, economic growth, foreign exchange rates, and
inﬂation were most likely to be general risk indices (Table 2).
Since the independence of the ﬁve Central Asian countries, they have been through transitions from planned economy during the
Soviet period to the market economy of today. During the Soviet times, territorial-production complex was exercised (Karaska and
Linge, 1978); as parts of the Soviet Union, the ﬁve Central Asian countries undertook parts of the state's production responsibilities. After
independence, the production system could no longer support the development of a sovereign nation, and a new production system was

1
The Corruption Perceptions Index (CPI) reﬂects the extent of corruption in countries and regions around the world. Since the introduction of CPI
by Transparency International in 1995, it has become a major index that reﬂects corruption in public sector governance. Source of evaluation results:
www.transparency.org/cpi.
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required. However, the transition from single responsibility to multiple responsibilities proved extremely difﬁculty, particularly while
the political situation remained unstable, and the development of a market economy was hindered by many stumbling blocks. After
more than a decade of adjustments, the economies of Central Asian countries have returned to pre-independence levels, although
economic growth has not been steady. Particularly since 2013, the Central Asian economies have been affected by changes in international energy prices and an economic recession in Russia, the major trade partner of Central Asian countries. Economic growth slowed
and even stagnated in Kazakhstan, where energy is a critical sector of the economy (Fang et al., 2018). Moreover, the economic volumes
of Central Asian countries are relatively small and highly dependent on external sources. Fluctuations in international oil prices, loan
interest, and foreign exchange rates signiﬁcantly affect transnational oil investment in Central Asia. Potential discount risks, trade risks,
and operation risks are all considerably large. Finally, inﬂation is an important factor in long-term oil operations. Currency depreciation
hurts revenues and export competitiveness. The inﬂation rates in Uzbekistan in both 2017 and 2018 exceeded 14%, which requires
special attention.
4.4. Social risk
The probabilities of extremely high, high, general, low, and extremely low levels of social risk in transnational oil investment in
Central Asia were 13.60%, 17.95%, 24.30%, 36.55%, and 7.60%, respectively (Fig. 1). The risk score of social risk was 4.8687, indicating a general risk level (Fig. 1; Table 2). Looking at the secondary indices, ethnic, cultural, and religious differences and labor capital
were most likely high risk indices, while factor of terrorist activities was a low risk index (Table 2).
The ethnic composition in Central Asia is extremely complex. In addition to the six major ethnic groups (Kazakh, Uzbek, Turkmen,
Kyrgyz, Tajik, and Russian), there are nearly 100 other ethnic groups, most of whom have strong ethnocentric and ethnical egoistic
inclinations. These nations often favor the ethnic majorities in policy formulation (Li et al., 2017), which can lead to discontent among
ethnic minorities and give rise to dangerous incidents. Due to differences in belief and customs, laborers in Central Asian countries and
China have signiﬁcant disparities. In general, the workers from China outperform better than those from Central Asian countries in terms
of the number of working hours and professional capabilities. The labor force is an important issue to consider when developing
projects. The terrorist activities could increase the potential risk to corporations looking to develop oil resources in the region.
Therefore, the cultural differences between the investing and host countries need to be considered in transnational oil investment. More
efforts should be made to understand each other's values, thinking patterns, behaviors, customs, and cultures, to reduce investment
losses stemming from social and cultural differences.
4.5. Infrastructural risk
The probabilities of extremely high, high, general, low, and extremely low levels of infrastructural risk involved in transnational oil
investment in Central Asia were 0.00%, 29.30%, 16.78%, 39.47%, and 14.45%, respectively (Fig. 1). The risk score for infrastructural
risk was 4.2186, indicating a general risk level (Fig. 1; Table 2). Looking at the secondary indices, infrastructure, including transportation, water, and electricity and oil transit pipelines were most likely to be low risk indices (Table 2).
At present, the major cities in Central Asian countries are well connected by roads; however, the highway classes are low. In Central
Asia, highways are lacking, and railroads and high-speed trains practically do not exist. The only high-speed railway in Central Asia is
the one between Tashkent and Samarkand in Uzbekistan, which is 344 km in length. However, the transport volume of this railway is
low and tickets need to be booked a month in advance. In general, infrastructure, including transport, water, and electricity tends to lag
behind in Central Asia; however, it is sufﬁcient to meet the needs of transnational oil investment, so the risk level is not high. The ﬁve
Central Asian countries are inland countries and 80% of oil resources are transmitted via oil pipelines. Currently, there are four oil
exporting pipelines existing in Central Asia with a total length of 9128 km: the Caspian Pipeline Consortium (CPC), the Kazakhstan–China Oil Pipeline (KCP), the Atyrau–Samara Pipeline (ASP), and the Baku–Tbilisi–Ceyhan Pipeline (BTC) (Fang et al., 2018). The KCP
with the total length of 2798 km starts from Atyrau in Kazakhstan by the Caspian Sea, extends through Aktobe (Kazakhstan), and ends in
Alashankou at the Kazakhstan–China border. The construction of the KCP was completed in 2009, connecting the west of Kazakhstan to
Xinjiang Uygur Autonomous Region of China. The production began in the same year, with the designed annual oil transport capacity of
2.0  107 t. Currently, the actual transport volume is less than half of the transport capacity; thus, the probability of risk of pipelines
becoming a risk to Chinese oil corporations is practically zero.
5. Conclusions
At a time of increasingly ﬁerce competition for oil, oil resources in Central Asia have attracted the attention of countries around the
world. As the activities of transnational oil investment have increased, the assessment of investment risks has become essential. This
study integrated qualitative and quantitative methods to establish an index system for assessing the risks of transnational oil investment
in Central Asia. Different risks were evaluated and analyzed, and the conclusions can be summarized as follows.
(1) Transnational oil investment is a cooperative investment of the host country in the strategic resources of another country. Thus,
transnational oil investment involves the holistic evaluation of the international context, relations between countries, and domestic conditions. The index system for assessing the risks of transnational oil investment constructed in this study consisted of
18 secondary risk indices within ﬁve primary risk types: political, regulatory, economic, social, and infrastructural. This system
18
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represents an improvement on single-item or single-factor risk assessment and can provide reference information for informed
investment and risk avoidance.
(2) The assessment results show that regulatory risk factors, including those associated with the national policies, laws, regulations,
and management, exhibited a high risk score in transnational oil investment in Central Asia. This indicates that the management
systems and institutions in Central Asian countries after independence remain incomplete, unsound, and opaque, causing investors and researchers to lack conﬁdence in the stability, rationality, and fairness of regulations in Central Asian countries. These
factors could hinder Central Asian countries's efforts to attract foreign investment and should be treated with discretion when
investing oil in Central Asia.
(3) When investing oil in Central Asia, effective measures to avoid these risks should be sought in accordance with the risk indices
and assessment results. Reasonable modes of cooperation should be exercised to reduce cultural clashes and highlight mutual
beneﬁts. The risks of transnational oil investment need to be minimized to increase proﬁtability for both sides in cooperative oil
investment.
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